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12 March 1985

NIO/EA.
A/NIQ/Economics
‘C/Japan Branch, OEA

David B. Low .
Acting NIO/Economics

Attached LDX from Secretary Baker
to McFarlane re Japanese
Negotiations

ase let 'me have any comments which you

as soon as possible.

David B. Low

t
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J'both in volume and market share ~- in each of the four lcctorl £y

- the proof of |success.
'judgment will have to be based on whether Japan's nctton. a)

|

rle

Jktent of . the problem and that they are reaponslve ;j!

. . . . o .o
! : ‘ . ' . o i ; |
onunouu FOR THE HONURABLE RUBERT C. MCFARLANE .
- | _ASSISTANT TO THE PRESIDENT FOR IR
_HA'I‘H\NM SECHRITY Alfl'Ale . T
s THE WHITE HOUSE _ ;
f | $ecretury bBaker S ' ? B

T SUBJECT:

S\ follou-up to baturday s 581G, attached {s a llmt ot
- b@nchmarka for success tor each of the mectors currently being -
{,dﬁhcussad ln our MOSS trade talks with Japan. . b
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' YHE SECRETARY OF THE TREASURY |
WASHINGTON. D.C. 20220

hectora] Negotlatlona Hith Japanz

Benchmarke for
Success ’ R - o

)
¥

¢
Ve

the long runT—qiaiﬂq Japanese iuporta of uanufactured qooda

But that will take time, Our prellmlrall

move barriers that are obvious from the start and b) are |-
Lficlently’meaningful to show that the Japanese locognlzelth-

)
) l

The attached llats of benchmarks therefore indigate vhat we[th\nk

iu necgisary to show that market access is widening and| that peal
,ange

»
|
|
|

The lists are not tlnal ror tour rea.un--

s on the way. |

I) HOSSE is still in its early stagea and is juut beqinnﬂnu‘ld

L on existing knowledge,

ldentlfy invisible matket barriers. 6ince they. are basc..
the lists focus on npeclfic'vwnihnn

barrlers.. We need to complete the MOSS envrcl-e[ln order
\| ,

to identify additional harriers. both visible ana

atnviaible. ' S , -

i
2) v. 8. %ndustry is also Just: startiuq to 1dent1£y baroicrs.

3)

|

New barriera may turn up as prevlouuly 1dentlt1ed ?"e' are

»rxemoved. Success then depends on contiuned Japanele

;‘willlngnean to act 1n r.sponae to those new harrﬂor-.
L ST O
o . SECHET. . A
S i.;' .- Declassifys OADR L
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‘Many of the items on the 1iste 1ellect [v
application, but especially so with regar
such as those involving telecommunications,

' 2) Clear, specific cri

Ofrthe four ééétore,
in terys of time spent discussing regulations.

In April, Vapan intend

. liberalizing mecasures.

- exercige; we don't want
.that accomplishes limited gqoals.

‘One lasft note: The
necessary but not @
should we glve the
any such list would

Afrnchpent : —~— -
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' 4) U.S. negotiators should have sufficlent flexibility éo
develop other criteria for success during talks vith{the

Japanese. : : 1

!
ucr principles of general
d to pioduct standarde,

1) No discrimination between toreign and domestic -uppqieua.
|
teria o1 all decisions by |
administering officials to prevent dircretion from being
used to hurt or discourage U.S. firma. |

roval, equtpmént

1) A transparent system for standards app
' of Japanese 1

certitication aud appealuv independent
peoducers. ’ .

4) Standards stated in terms of performance (not dealqﬁ) and
to the telacommunications

oaly as necessary to pievenl hatm
nystem. . !
1

telecommunications is by tar the most;ndvanupd
1

t

8 to announce..another *package® of t%ade
We need to recall that MOSS is a.lpng-tcrm

to get caught up in another packagf deal

toliouing l1ist identifies benchmark-'tﬂat are

officient indicators of progress, In no way
Japanese the impression that the achievement
signal completion of the M0OSS talks. | ‘

——
— — - - .. ...'—-.....__‘___,

SECRET .
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" " SECRET
TELECOMMUN 1 CAT LUNS

Dy May

1. Elipination of a prior registration and appruval process fo:
Special Wype 11 VANs ("value Added Networks®); treatment of thias
kind of telecommunication services should be identical with
treatment accorded General Type II VANs (i.e. prior notification -y
the applacant that standards have been met but nan bureaucratica’
controllad review process ptior to approval which requires
disclosure of proprietary busincss data).

2. PBlimination of arbitrary criteria applicable to Special Typ~ ‘1

.VANS, ciiteria which have no technical relevance but would make

paiticipation by American suppliers more difficult, i.e. now a van
becomes *Special® if: 1) it is linked in any way to an
international terminal; 2) it hqg_:man¥~aad.unspec}tied' userr: and
3) 4if its capacity exceeds 500 _lines and 1250 bits per sscond.

3. yoreign suppliers must be authorized to *gelf cecrtify® thatr
thelr equipment meets Japanese technical specifications, and ti..
oquipment should be subjected to no further examination.

4. Adoption of the U.S. standard that all equipment is acceptah!~
fuor msale in the private market so long as it will not ®harm the
nctwork®.

5. Establishnent of a single independent agency for approval uf all
telecommunication eguipment proposed by all prospective supplier«,
including NIT (Hlippon Telegraph and Telephone Corporation). NTT
should not be involved in approving the equipment of foreign
competitor firms, nor should menbers of counpetitor Japaness
companies be involved in equipment approvals.

6. selection of foreiyn experts to participate on the

L TS

P e

s

I
[ AN
¥

]

s te e
. .

Telecommnunications Advisory Council which will considex and makce
recommendations regarding new and existing telecommunications

i regulations..

7. Poreign suppliers must be given the opportunity ta'céﬁment on
proposed standards far enouagh 1in advance 80 that their views aic

.given adequate consideration prior to the implenentation ot new

requirements,

8. An appeal process external to the Ministry of Post and

Telecommunications, so that complaints of discrimination can be

reviewed and action taken promptly.

9, Establishment of safeguard procedures to prevent

cross-yubsidization by NTT after April 1 when it will be spli! nto
partially government anad partially private entities,

' téy pDecember

(Othexr proader objectives will be identitied in MOSS talke to

. begin ip April.)
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SECRET
Sectoral Negotiations
'glgg}rdnici

Nay
Acceptance for Cetl#flunllonyof test results done in thL 0.8.
as we accept Japanese Lest data. :

 1Pul1 Japanese acceptance of copyright protection tor compute’
software; no compulsory Licensinq ot software.

wtlltngneai to consider all following items for December
implementation. ' ; _

pecember - o |

| Adoption by the Japanese Diet of a semiconductor bill which
affords substantially similar protection ot design .ndlothﬁc
.| intellectual property to that afforded Japanese firms by the
D.S. chip protection law,

Incorporation of U.S. Ruggeations to ensure Japan's proposed

| new law on promotion of high technology industriesa doeé not

"] "give Japanese industries an unfair advantage and does not
distort trade, ' .

--! partjcipation by U.5 industry in the prepi;ntlon of Japanene
" .i{ndustrial standards. : ; '

,u'-Prqmpt?dnd streamlined Japanese patent {ssuance for .
S electr&nic products. Maintenance of the contidentiality ot
information contained in applications.

. 0.§. company access and full participation in GOJ-directed or
subsidized RiD projects as well as to any GOJ juintly-owned
patents or technical know-how resulting from the projects.

T » ,
Elimination of Japanese tariffs on electronics goods, notably
compu:ggupartsﬁqu_teatvequipment, - - :

stqcamJlning Japanese customs procedures to expedite
clearance of electronica imports.: (One day service.)

[ 4
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SPCRET

Sectoral Negotiations

Poregt Products: Wood and Paper

May
Aqregmcnt to negotiate on elimination ot taritfs.

Commitment in principle to accept U.8. certification that
products comply with Japanese standards.

December

Elimjnation of Japanese taritfs on veneers, softwood plywood
and particleboard, by a date certain.

Plim{nation or at least deep cuts of Japanese tariffs on
kiaftliner, lincsboard, aund vihcs paper and buard products.

Elimjnation of Japanese tariffs on lamlnated bLeams and
lumber, pine lumber, medium density fiberhoard and mouldinii~

Assurance that GOJ will not establish a cartel, tormal or
informal, in the plywood ur paper industries and that
economic adjustment will oaccnr through marketr torces.
Japapcse FPTC investigation to dotewtmine it anti-tmport
behavior exista. If so, issuance ot cease and desist orders.

Moditication of Japanese ntawmdasds for structural plywood mo
that U.S. softwood plywoad complies.

Comnitment to {nclude N.8. induatry in the development of
Japanese standards fo: stiuctural particleboard.

Acceptance of U,S. ifuspection and certification that our
products comply with Japanese lumbey and plywood standards.

'

i
B
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EECRET
Toow 5 . ' Sectoral Neyotiations
R T Medical Bquipment and Pharmaceuticals
i1 ., .By May

« e

, "gid- Approval of medical devices and pharmaceuticals based on
ﬂ”ﬂrﬁf%ﬁ acceptance of all foreign test data, including tests on
1. humansg, with sutficient sateguards tor racial and
¥ environmental differences.

|

| .« == Adopt{on of notifications-only system for: products

t + - . receiying minor modifications; products whose country of

{ == . mapufacture has been changed; and change of address of the
i . . imparger, .

\ :

-~ Removal of restrictions on the tramnsfer of pharmaceutic
- manufacturing licenses.

+=~'By Dccember.
SRR Transparent rulemaking procedures and assured appeal

- mechanism (e.g9., presentation of applicant’s own case betfore
| the New. Drug Review Committee). ' :
‘ _ :
!

 .?? Transparent health insurance decision procedures.

§ EEE Bllmiagiion of Japanese tariffs on medical equipment and
“l... . . pharmaceuticals.

'f-ﬁihi-— Speedy hpproval of chemicals that perform diagnoatic tests
P outsldelthe body.
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